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Overview
1. Soviet/Russian gas supplies to Europe: contractual structure & its evolution

2. Zones of new risks – within and outside EU - in gas value chain of Russian gas supplies to Europe 

3. New risks outside EU: relates to transformation of contractual structures and pricing mechanisms within FSU area to a market-based principles 

4. New risks within EU: relates to liberalization of EU internal market and EU expansion:

a) Transit issues for Russian gas inside EU – and draft solutions within Energy Charter framework

b) EU energy market: liberalization, competition and investment – implications for external suppliers & ECT

5. Correlation between Transit Protocol finalization, ECT ratification by Russia and Russia-EU new Partnership Agreement.
Discussion
Soviet / Russian gas export contracts to the EU (historically), former COMECON (since USSR dissolution), and FSU (since recently) are based on and/or modified towards Groningen (Dutch) concept of long-term gas export contract (LTGEC). Based on this concept contractual structure of the Soviet/Russian Gas to Europe consists of 5 major elements: (i) long-term gas export contracts (LTGEC), (ii) on-border EU (-15) sales, (iii) net-back pricing: to delivery point from replacement value at the end-market, (iv) destination clauses, and (v) multiple transit. The latter is the most important issue for Russia compared to its major competitors in gas supplies to Europe. 
After dissolution of USSR / COMECON new risks have appeared in Russian LTEGC to Europe outside Russia but within geographical area of Russian side responsibility upstream & inclusive to LTEGC delivery points.  
New CIS-related risks for Russian gas supplies to Europe: (a) result & long-term economic consequences of dissolution of USSR / COMECON political system, and (b) reflect objective long-term economic problems of (soft !) transition from political pricing / supply obligations within unified political system of USSR / COMECON to market-based pricing and supply obligations between sovereign states and their commercial entities.

EU-related risks (since 2004/2007): No transit of Russian gas inside/through EU up to May’2004 (EU-15), but transit of Russian gas inside/through EU exist since May’2004 (EU-25) and even more since Jan’2007 (EU-27). That lead to appearance of transit / transportation risks for imported Russian & other non-EU gas inside EU. Transit is an issue for multilateral debate (generally you need at least three, not two parties for transit), so it is not the Russia-EU bilateral dialogue, but multilateral Energy Charter as the best forum for discussing and solving transit issues.

There are no clear transit rules for internal EU gas market (domestic transportation = free flow of goods inside EU), but ECT was signed/ratified by both the EU and by individual EU member-states, which creates problems regarding transit inside EU: 

(a) correlation between EU acquis vs. international treaties for EU as REIO (Regional Economic Integration Organisation);
(b) problem of contractual mismatch (long-term access to infrastructure for transit flows to match existing LTGEC supply obligations);
(c) major elements of EU liberalization (unbundling + mandatory TPA) + contractual mismatch creates new transit / transportation / investment risks, incl. for external EU suppliers to the EU. 
Debate on transit issues within the Energy Charter negotiations on Transit Protocol (TP) and later within informal bilateral expert consultations between Russia and EU on the TP outstanding issues, presented some draft solutions on the issues in question such as definition of available transit capacity, mechanism of capacity allocation and creation, contractual mismatch, etc. 
Transit issues are key for successful TP finalization and ECT ratification by Russia. 
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